STATUTORY MATERNITY ALLOWANCE 



INTRODUCTION 

1. The White Paper 'Reform of Social Security : Programme for Action' 

(Cmnd 9691) set out at paras 5.20 to 5.22 the Government's intention to 
transfer to employers with effect from 6 April 1987 the responsibility 
for payment of maternity allowance to employees who have to give up work 
to have a baby. 

2. As this proposal was not discussed in the Green Paper published 
earlier this year (Cmnd 9517 and 9518), the Government have thought it 
right to provide an opportunity for comment before including the necessary 
provisions in the Social Security Bill, which will be presented when 
Parliament resumes after the Christmas recess. 

3. This consultation paper accordingly seeks views on the operation 

of the statutory maternity allowance (SMA) scheme. Comments are invited 
by 15 February 1986. Following consideration of the responses to this 
consultation paper, the Government propose to introduce clauses during the 
Committee stage of the Bill. More detailed arrangements will then be 
set out in regulations, to be made when the main legislation has been 
passed. 

4. The Government intend to draw fully on the experience of statutory 
sick pay (SSP) in devising procedures for the operation of SMA. The 
aim will be to follow SSP procedures wherever possible in order to keep 
the additional work for employers to a minimum. At the same time it 

is the intention that the arrangements will be simpler and more convenient 
for most women than the present system of claiming maternity allowance 
from DHSS. 

5. The following paragraphs set out in more detail the main elements 
of the new arrangements and the Government's proposals. DHSS would 

continue to operate a residual maternity allowance scheme for the self-employed, 
non-employed and any employees excluded from SMA. 
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COVERAGE 

6. It is proposed that there would be 4 conditions which had to be 
met before the employer was liable to pay SMA - 

(a) the woman had been employed by him under a contract of 
service for at least 26 weeks before the payment of SMA 
would begin; 

(b) her contract of service had not ended earlier than the 11th 
week before her expected week of confinement; 

(c) - her average earnings over the 26 weeks immediately prior to 

the start of the maternity allowance payment period were above 
the lower earnings limit for the payment of national insurance 
contributions; and 

(d) she was not in an excluded category. 

7. The fixing of a 26-week period at condition (a) above meets the 
criterion that the pregnant woman has a recent attachment to the labour 
market. The requirement of a specified period of employment with the same 
employer removes the possibilities for abuse which might otherwise exist 
if, like SSP, SMA became payable immediately the contract of employment 
began. The Government ' have considered whether account should be taken of 
employment with a previous employer in cases where the 26-week rule is not 
satisfied; but have concluded that this would complicate the scheme unduly 
for both employer and employee. Where an employee who has changed jobs 
fails to satisfy the 26-week rule, she will be able to claim under the 
residual State scheme. 

8. Condition (b) corresponds with the point in time from which 
maternity allowance can become payable in the present scheme. 



Printed image digitised by the University of Southampton Library Digitisation Unit 



- 3 - 

9. Condition (c) is similar to the arrangements which operate for SSP 
whereby entitlement is determined by reference to the employee's average 
earnings over a past period. The period for SMA is to be set at 26 weeks. 
It is not proposed that there will be more than one SMA rate (see para 12). 
As regards married women who have decided not to pay full-rate national 
insurance contributions, there is an argument for excluding them from SMA, 
on the basis that it replaces a contributory benefit. But these women 
are deluded in the SSP scheme, and the Government recognise the 
advantage of having the same rule for SMA. Views on this point would be 
welcome . 

10. For the final condition, it is proposed that categories excluded 
from SMA (in addition to women failing to satisfy the qualifying 
employment or earnings tests) will follow broadly those of SSP, namely an 
employee - 

(a) whose contract of service is for a specified period of 
3 months or less; 

(b) who has done no work under the contract of service; 

(c) who has been in receipt of State sickness benefit or 
maternity allowance within the preceding 8 weeks; 

(d) who is outside the European Community; 

(e) who is in legal custody. 

11. It is proposed , therefore, that to be eligible for SMA, a woman 
should satisfy the 4 conditions set out at para 6 above. 

RATE 

12. In deciding the rate of SMA, the Government have had regard to 

the standard maternity allowance rate - currently £29.15 a week - taking 
account of the fact that, unlike maternity allowance, SMA will be taxable 
and subject to national insurance contributions. The Government believe 
that, to ease the operation of the scheme for employers, there would also 
be advantage in aligning the rate of SMA with one of the SSP rates. 

The Government therefore have it in mind to set the SMA rate at that rate 
of SSP which is currently £30 and which, it is proposed, should be 
increased to £31.60 with effect from April 1986. Everyone who is eligible 
for SMA would receive the same rate. 
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13. It is proposed that SMA should be paid at a single rate of £31.60 
in April 1986 terms. 

DURATION 



14. Maternity allowance is currently payable for 18 weeks, beginning 

11 weeks before the expected week of confinement and ending 6 weeks after. 
The Green Paper proposed that a woman should be given more choice in 
deciding the precise period for which she got the allowance. This 
proposal was welcomed by all who commented on it, and the Government 
intend to introduce such flexibility in the new arrangements. 

15. -Although the present normal maximum period of entitlement to 
maternity allowance is 18 weeks, many women in fact choose to take less, 

and the average award is for only 17 weeks. Despite this, the Government's 
present view is that it would be appropriate to maintain the entitlement 
period at 18 weeks. Within this, there would be a set "core"period of 
13 weeks, starting 6 weeks before the expected week of confinement. A 
woman would thus be able to continue at work up to the 6th week before 
she is due to have her baby, and then to have an additional 5 weeks after 
the 6 "core" weeks following the birth. The employer would ascertain 
her eligibility by reference to her earnings over the 26 weeks immediately 
preceding the first week for which SMA would be payable. If, however, 
the employee did not give up work until later than the 6th week before 
the expected week of confinement, the employer's liability would be 
correspondingly reduced. If the employee resumed work before the end 
of the period for which SMA would be payable, SMA would cease from the 
week that employment resumed. 

16. These proposals will necessitate a small change to existing SSP 
legislation under which women are excluded from getting SSP for the 
period starting 11 weeks before the expected week of confinement until 
6 weeks after. To reflect the choice which the woman will be able to 
make, it will be necessary to tie the SSP exclusion to the payment of SMA, 
But this will be subject to a fixed exclusion for the core period of 13 
weeks, irrespective of whether SMA is in payment or not. 
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17. It is proposed that SMA should be payable for 18 weeks, starting 
not earlier than the 11th week before the expected week of confinement 
and not later than the 6th week. 

RELATIONSHIP WITH SSP 

18. As noted above, it is proposed that SMA and SSP should generally be 
mutually exclusive. Where SMA is payable within 8 weeks of SSP, 
therefore, the two should not link and so the payment of SMA should 

not reduce the employer's liability to pay a maximum of 28 weeks' SSP. 

In the rare case, however, where a period on SMA occurs between 2 periods 
of SSP - ie it starts within 8 weeks of the end of one SSP spell and 
ends within 8 weeks .of the start of a new SSP spell - it could be argued 
that the 2 SSP periods should link. The Government think that this 
would be an unwelcome complication but would welcome views on the point, 

19. It is proposed that, in general, SMA and SSP should not link to 
form the same period of interruption of work in determining an employee's 
maximum entitlement to SMA or SSP. Comments are requested on the 
question whether 2 periods of SSP linked by a period on SMA should be 
treated as one period of interruption of work for determining maximum 
SSP entitlement. 

RELATIONSHIP WITH WIDOW'S BENEFIT 

20. At present a widow who is pregnant cannot get State maternity 
allowance as well as her widow's benefit, under the rule that 2 income- 
maintenance national insurance benefits cannot be paid at the same time. 
With SMA, however, the Government intend to follow the practice for SSP. 

A pregnant widow will thus be able to get widow's benefit, and also to 
qualify for SMA. 

21 . It is proposed that pregnant widows should be entitled to SMA. in 
addition to their widow's benefit. 
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RELATIONSHIP WITH STATUTORY MATERNITY PAY 

22. These proposals do not in the main affect the rules for continued 
payment by employers of statutory maternity pay to those employees who 
qualify for it. However, the employer will in the great majority of 
cases be able to reduce the maternity pay by the actual amount of SMA, 
instead of an assumed amount of maternity allowance as he does at the 
moment. In the minority of cases where he is not paying SMA because 
the employee's earnings are below the lower earnings limit but she 
satisfies the qualifying conditions for maternity pay, he will still need 
to deduct the standard rate of State maternity allowance, as at present. 

23. It is proposed that the employer should reduce maternity pay by 
the gross amount of SMA which he is paying, or by the standard rate of 
State maternity allowance - whichever is applicable. 

REIMBURSEMENT 

24. It is proposed that employers will be able to recover the whole 
of their SMA payments in the same way as SSP, ie by deducting payments 
made from remittances of national insurance contributions and PAYE tax 
made each month to the Collector of Taxes. 

25. As regards national insurance contributions, it is proposed to 
treat SMA in the same way as SSP is treated, whereby employers are 
compensated for the cost of the secondary national insurance 
contributions they pay on the SSP. The method of determining the 
compensation rate is expected broadly to follow that for SSP. 

26. It is -proposed that similar arrangements to SSP will operate for 
reimbursement of SMA and compensation for employers' national insurance 
contributions paid on SMA. 
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27. When claiming maternity allowance under the present scheme, a woman 
has to support her claim with a form (Mat Ben 1 ) which she gets from the 
doctor or midwife. This certifies that she is pregnant and gives the 
expected week of confinement. It is not issued more than 14 weeks before 
the expected week of confinement. Exceptionally, where she does not 
claim until she has been confined, another form is used (Mat Ben 2). 

28. It is proposed that the employee will be required to hand the 

certificate of expected confinement to her employer, at the same time 
notifying him of the date she intends to give up work. The employer 

will then be able to determine her entitlement to SMA. He will be 

required to retain the certificate along with his wages records. This 
may be subject to check by DHSS Inspectors on some future occasion. 

The employer will need to retain the certificate, and evidence of payment 
of SMA, for 3 years in line with the general requirements on record-keeping 
for SSP. 

29. It is proposed that an employee should hand evidence of her expected 
week of confinement (form Mat Ben 1 ) to her employer, who would have to 
retain it for 3 years. 

BASIS AND METHOD OF PAYMENT 

30. It is intended that SMA would generally be paid for complete 
calendar weeks. Unlike SSP, there will be no waiting days and it will 
be unnecessary to establish "qualifying days". 

31 . It is proposed that, where a woman gives up work between the 
11th and the 6th week before the expected week of confinement, the 
period for which SMA will be payable will start at the beginning of the 
week following that in which she gives up work. Payment will continue 
for 18 weeks or until she resumes employment. Where a woman does not 
give up work until after the beginning of the 6th week before the expected 
week of confinement, the maternity allowance period will start in the 6th 
week, but there will of course be no entitlement for any week in which she 
works. 
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32. The Government are concerned to develop as simple a system as possible 
for calculating and paying SMA. It is envisaged that, as for SSP, 
employers would be free to follow their normal pay practice in the time 

and manner of payment of SMA. This should be for the convenience of 
both employer and employee alike. Where an employee starts work with 
another employer before the end of her SMA period, she would be required to 
inform the employer paying her SMA. 

33. As regards the calculation of SMA, the Government believe that 
payment in complete weeks would be the simplest and easiest system to 
operate. But it is appreciated that employers operate widely differing 
pay patterns, and the Government would be interested to have views on this 
point. This is a detailed area which will be covered mainly in 
regulations . 

34. It is proposed that employers should be free to follow normal payroll 
practices for payment of SMA and that SMA should be paid for complete 
calendar weeks, but the Government would welcome views on these aspects. 

RESIDUAL STATE MATERNITY ALLOWANCE 

35. Those women not covered by the SMA scheme may be able to claim 
maternity allowance under a residual State scheme operated by DHSS. 

As the White Paper indicates, however, the rules of entitlement are 
being altered in keeping with the Government's aim to target the 
allowance more effectively to women with a recent work record. 

36. A woman not entitled to SMA will qualify for maternity allowance 
from the State if, in at least 26 weeks in the 52 weeks ending at the 
start of the 14th week before the expected week of confinement , she had - 

(a) worked as an employed or self-employed person, and 

(b) paid full-rate contributions at either the Class 1 or the 
Class 2 rate. 
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To satisfy the above conditions the woman must have actually worked and 
paid full-rate contributions. This means that periods of unemployment 
and sickness would not count; but this is justifiable in view of the fact 
that there is a full year over which the 26-week conditions can be 
satisfied. 

37. As for SMA, payment would be for 18 weeks, and the same degree of 
flexibility for the woman to choose when to give up work would apply. 

The rate payable would be equivalent to the standard rate of sickness 
benefit - currently £29.15 a week. There would be no reduced rates. 
Everyone who qualified would get the same rate. 

38. Payment of sickness benefit will, as now, continue to be available 
to women who fail to satisfy the test for maternity allowance where they 
nevertheless satisfy the contribution conditions for sickness benefit. 
Payment would, as now, generally be for 9 weeks, beginning 6 weeks before 
the expected week of confinement. 

39. It is proposed that self-employed, non-employed and employed 
women not entitled to SMA will qualify for maternity allowance from 
the State if they have worked and paid full-rate contributions for at 
least 26 weeks in the 52 weeks ending at the start of the 14th week before 
the expected week of confinement. 

SUMMARY 

40. This paper makes the following proposals. 

(a) An employer should be required to pay statutory maternity 
allowance (SMA) to a pregnant woman who is within 11 weeks 
of her expected week of confinement, who has been employed 
by him for at least 26 weeks with earnings above the lower 
earnings limit for payment of national insurance contributions, 
and who is not in an excluded category (paras 6-11). 



Printed image digitised by the University of Southampton Library Digitisation Unit 



10 



(b) 


SMA should be paid at a single rate of £31.60 (in April 1986 
terms) (paras 12-13). 


(c) 


SMA should be payable for a total of 18 weeks, over a 
flexible period starting not earlier than the 11th week before 
the expected week of confinement or later than the 6th week 
before the expected week of confinement (paras 14-17). 


(d) 


SMA and SSP should not in general link to form the same 
period of interruption of work (paras 18-19). 


(e) 


A pregnant widow should be entitled to SMA as well as her 
widow's benefit (paras 20-21). 


(f) 


Employers should reduce maternity pay by the gross amount 
of SMA payable or the standard rate of State maternity 
allowance - whichever is applicable (paras 22-23). 


(g) 


Employers should be reimbursed for all the SMA they pay on 
the same basis as for SSP ie by deduction from their 
remittances of national insurance contributions. Employers 
will also be compensated for the secondary national insurance 
contributions which 'they pay on SMA (paras 24-26). 


(h) 


An employee should hand evidence of the expected week of her 
confinement to her employer and notify him of the date when 
she intends to stop work. The employer will have to 

retain certificates for 3 years (paras 27-29). 


(i) 


SMA should be paid for complete calendar weeks by the employer's 
normal payment method (paras 30-34). 
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(j) Self-employed and non-employed women, and employed women not 
covered by SMA, will qualify for the residual State maternity 
allowance if, in at least 26 weeks in the 52 weeks ending 
with the start of the 14th week before the expected week of 
confinement, they have worked as an employed or self-employed 
person and paid full-rate contributions (paras 35-39). 

41 . Comments on the proposals in this paper should be sent to the 
Department of Health and Social Security, Room 337, Friars House, 

157-168 Blackfriars Road, London SET 8EU, by 15 February 1986. Extra 
copies of this paper can be obtained by telephoning (01 -) 703 6380 
extension 3151 or 3152. 



Department of Health and Social Security 
December 1985 
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ORGANISATIONS RECEIVING CONSULTATION PAPER 



CBI 

Engineering Employers Federation 
Association of British Chambers of Commerce 
Institute of Personnel Management 
National Chamber of Trade 

National Federation of Self-Employed and Small Businesses Ltd 

Association of Independent Business 

Forum of Private Business Ltd 

Small Business Bureau 

Union of Independent Companies 

Alliance of Small Firms and Self-Employed People 

Local Authorities Conditions of Service Advisory Bureau 

Private Sector Payroll Forum 



TUC 

British Medical Association 

Royal College Of. Obstetricians and Gynaecologists 
Royal College of Midwives 
Health Visitors Association 

Maternity Alliance 

National Council for One-Parent Families 

Scottish Council for Single Parents 

Child Poverty Action Group 

Spastics Society 

Disability Alliance 

Equal Opportunities Commission 

National Association of Citizens* Advice Bureaux 

National Federation of Women's Institutes 

National Union of Townswomens Guilds 

Family Welfare Association 

Gingerbread 

National Association for Maternal and Child Welfare 

National Children’s Bureau 

Women's National Commission 

National Council of Women in Great Britain 

Conservative Women's National Committee 

Labour Party Women's Rights Committee 

Social Security Advisory Committee 

British Computer Society 

Association of Payroll and Superannuation Administrators 
A representative group of software manufacturers on advice from 
Payroll Specialist Group of British Computer Society. 
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